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“Lame Duck” Legislation 


Further defense appropriations, a tax on excess profits, 
and extension of rent control are likely to be passed 
during the lame duck session of the 81st Congress. The 
Korean setback has accelerated the demand for further 
defense appropriations on a large scale, and greater 
pressures will be put upon the economy to meet defense 
needs. 

The new military appropriations which the President 
has requested amount to almost 18 billion dollars, and, 
if passed, will bring the expenditures for fiscal 1951 into 
the seventy-billion-dollar category. The new appropria- 
tions will go to the Department of Defense and the 
Atomic Energy Commission. There also are some indi- 
cations that more supplemental funds will be needed for 
defense before the end of the fiscal year next June 30. 


Excess Profits Tax 


Heavy increases in taxes are necessary to help finance 
the expanding defense program. In view of this need, 
it seems certain that excess profits tax legislation will be 
passed at this session of Congress. Last Tuesday the 
House passed a bill levying a 75 percent tax on corporate 
“excess profits,” retroactive to July 1. Under the bill, 
corporation earnings subject to this tax are those in 
excess of 85 percent of the average earnings of corpora- 
tions during the most profitable three years of the four- 
year period 1946-49. The proposed measure is expected 
to raise revenue in the vicinity of 4 billion dollars. The 
Senate Finance Committee started its hearings on excess 
profits tax legislation last Monday. 


Rent Control 


The Housing and Rent Act of 1947, as amended, ex- 
pires on December 31 of this year. It still applies to 
1,700 communities which have not decontrolled rents as 
permitted under the Act. The growth of inflation since 
1947 and the current international crisis have reenforced 
the demand for the continuation of federal control of 
rents. Accordingly, both the Senate and the House set 
to work immediately on proposals for the extension 
of rent control during the lame duck session. The Senate 
proposal sets February 28, 1951 as the date of expiration, 
while the House proposal sets March 31, 1951 as the 
expiration date. There seems to be no doubt that an 
extension will be voted, but the difference in dates will 
have to be ironed out. New rent control legislation un- 
doubtedly will come before the 82nd Congress when it 
convenes in 1951. 
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Facing the Hard Facts 


The entry of the Chinese Communists into the Korean 
fighting has turned a brilliant United Nations victory 
into a staggering defeat. This defeat forces Americans 
to face up to stark and disagreeable facts. A realistic 
appraisal of the problems ahead must be the basis for 
deciding on next steps. 


U.N. Commitments 


Perhaps foremost «among the many questions which 
U. S. citizens must ponder is the extent of U. S. and 
U.N. commitments. A basic principle of the U.N. 
Charter is that aggression anywhere in the world is a 
threat to the security of all U.N. members, and that all 
should combine forces to meet it. 

This principle is still valid today. But does the United 
Nations have the strength to fight aggression anywhere 
in the world? The framers of the U.N. Charter in 1945 
recognized the difficulties involved. At that time, how- 
ever, there were high hopes that the wartime unity of 
the great powers would continue in the postwar period. 
Enforcement action was to be taken through the Security 
Council, with the approval of the five major powers. 
With their backing, the United Nations would have 
preponderant strength to put down aggression. 

Today the situation is drastically changed. Not only 
does the United Nations lack Soviet support for its 
enforcement action. The aggression which the U.N. 
is combatting is supported by the U.S.S.R. 

In the face of this challenge, U.N. members have 
made clear that a veto in the Security Council will not 
prevent them from acting. The “Uniting for Peace” 
resolution, passed by the General Assembly last month, 
paves the way for action through the Assembly if neces- 
sary. Yet because the power situation is radically differ- 


-ent from that foreseen at San Francisco, the difficulties 


of U.N. enforcement action are vastly multiplied. 

The question goes beyond machinery to the actual 
force needed to carry out U.N. decisions. The strength 
of the free world is admittedly not great enough at this 
time to stem Communist aggression in all the spots 
where it may break out. _ 

Reverses in Korea have pointed up all too clearly one 
elementary fact: that commitments can be carried out 
only if there is the strength to back them up. The Korea 
experience has shown what can follow when there is 
not enough power to deliver on a commitment. 

Does this reasoning lead to the conclusion that it was 
a mistake for the United Nations to act in Korea? Not 

(Continued on page 2) 


Grass Roots Economy 


Many state legislatures will be meeting shortly after 
the first of the year. It will be the time for League study 
of state budget expenditures, taxes, and bond issues. 
Citizens will need to bear in mind the relation of state 
and local finances to the broad economic picture at this 
time of national crisis. 

Sources of inflation are not confined to the budget 
of the federal government and of individual citizens. 
State and local governments also engage in deficit financ- 
ing, and their purchases affect the demand for goods in 
short supply. During the war years when the volume 
of tax collections was high, and capital outlays were 
restricted by government controls, state governments as 
a whole built up financial reserves. Beginning in 1947, 
however, they spent these savings, and in addition, bor- 
rowed in increasing volumes to finance the construction 
of highways, schools, hospitals, sewage disposal plants, 
water supply systems, etc. 


State and Local Debts 


These were laudable expenditures, but they increased 
the total of state and local indebtedness by about 3 billion 
dollars, adding so much to the volume of credit with an 
inflationary tendency. The total reached 21 billion in 
1950. ‘These expenditures involved heavy demand on 
the construction industry. The pressure of demand upon 
building materials for public and private construction 
was such as to send prices soaring by the spring of 1950. 
The Korean crisis and anticipated defense expenditures 
brought a still steeper rise. We are now faced with 
actual defense demands. 


Reducing Expenditures 


Credit restrictions have been invoked under the De- 
fense Production Act to limit public and private expendi- 
tures for home building and private purchases on install- 
ment credit. But there must be much greater reduction 
of expenditures in these and other fields if inflation is 
to be “contained.” ‘The state and local governments 
have an important place in any program for holding 
down prices. Deferrable expenditures must be post- 
poned. The construction of non-essential facilities must 
be abandoned. 

It is difficult to give up a “pet project,” which has been 
in preparation for years, in order to balance a local bud- 
get. It is particularly difficult when tax exempt munic- 
ipal and state bonds can be readily sold in the market. 
The social sacrifice is small, however, compared with the 
danger of contributing to inflation in these perilous times. 
Citizens can do their bit by the careful appraisal and 
choice of proposed public outlays. They can insist on a 
pay-as-we-go policy for towns, cities, and states as well 
as for the federal government. 

There seems to be some evidence that the public is 
aware of the danger. In the November 7 elections, voters 
appear to have turned down roughly half of the proposed 
bond issues of states and municipalities. Perhaps these 
were wrong choices. Some bonus issues which would be 
hard to justify may have been approved, and some school 
issues which were perhaps a necessity may have been 
rejected;—but the refusal to give wholesale approval to 
increased state indebtedness in the face of the enormous 
defense program is certainly to be commended. 


FACING THE FACTS—Continued 


necessarily. Failure to act would have dealt an enormous 
blow to United Nations prestige. It might have pre- 
vented the United Nations from ever acting effectively 
again. It is generally agreed that the League of Nations 
wrote its own death warrant back in the ’30’s by refusing 
to act in Manchuria and Ethiopia. One excuse given 
was that the League lacked support of one of the great 
powers, the United States. 


Dilemma for U.N. and U. S. 
What should the United Nations do if faced with 


aggression while lacking adequate strength to meet it? 
Should the U.N. send whatever aid it can even though 
doomed to failure? Should it act only in such limited 
ways as economic sanctions, coastal blockades, trade 
embargoes, and the sending of some military and eco- 
nomic aid to victims of aggression? Or should the 
U.N. refuse to act in certain cases while saving strength 
for others? 

This dilemma faces every U.N. member, too. For 
every member must help decide what U.N. action is to 
be; must vote for or against such action; and must decide 
whether to carry out the collective U.N. decision. The 
problem is especially significant for the United States. 
For as the strongest power with the most to contribute, 
the U. S. must furnish the bulk of the forces for any 
U.N. action. 

General Bradley, U. S. Chief of Staff, had this to say 
in October 1950: “We will refuse absolutely to allow local 
wars to divert us unduly from our central task. They 
must not be allowed to consume so much of our man- 
power and resources as to destroy our strength and 
imperil our victory in a world war.” 

If the United States hasn’t enough strength to fight 
wherever aggression breaks out, which areas get priority? 
Can we afford to throw more into Korea, if additional 
forces can save the situation there? What about South- 
east Asia, Iran, Greece, Turkey, Yugoslavia, Western 
Europe? And what if a U. S. decision should be at 
variance with a U.N. decision? 

In the case of Western Europe, part of the answer has 
already been given. The United States has signed the 
North Atlantic Treaty which declares that an attack on 
one member will be regarded as an attack upon all. The 
amount and kind of aid to be given is not specified, but 
is up to each Pact member to decide for itself. 

The North Atlantic Treaty recognizes the close inter- 
dependence of Western Europe and the United States. 
This results from a combination of political, cultural, 
ideological, economic, military and strategic factors which 
make Western Europe outstandingly important to our 
national security. 

Today Western Europe’s defenses are inadequate. 
Efforts to rebuild military strength and to form an 
integrated North Atlantic force have gone slowly. Will 
further involvement in Asia drain off too much strength 
from the defense of Western Europe? 

The United States and the United Nations today face 
hard choices. In making them, both the U. S. and the 
U.N. are still guided by the same basic principles that 
have guided them in the past. These principles are not 
changed by military defeats. But reverses like Korea 
may force changes in strategy and tactics. 
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